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State West virginia 


4.19 Payments for Remedial Care and Services 


ATTACHMENT 4.19-A Inpatient Hospital Services 


A. 	 FACILITIES EXCLUDEDFROM THE PROSPECTIVE PAYMENT SYSTEM: The prospective payment 
system applies to mostacute care hospitals in West Virginia. Cases treated in excluded facilities are paid 
under their current payment methodologies.The qualifyingprovisions for exempt facilities and units that are of 
relevance are as follows: 

1. 	 PsychiatricHospitals: Psychiatric hospitals and distinct-part unitsmustmeetthe Medicare 
regulatory definition of apsychiatric hospital or distinct-part unit and be primarily engagedin 
providing psychiatric treatmentof mentally ill patients. 

2. 	 RehabilitationHospitals: Rehabilitationhospitalsand distinct-part unitsmay e a c h  as excluded 
facilities if they meet the Medicare regulatorydefinitionsand are primarily engagedin furnishing 
intensive rehabilitation services. Payment for inpatientrehabilitationhospitals is a cost-based 
retrospective system determined by applying the standards, cost reporting periods, cost 
reimbursement principles, and methodof cost apportionment used under Title XVIII of the Social 
SecurityAct, prior to the Social Security Amendmentof 1983 (Section 601, Public Law 98-21). 
That is,payment is to be determinedby the current Medicare Principles methodology of cost-based 
reimbursement. 

3. 	 EssentialAccessCommunityHospitals(EACH)andRuralPrimaryCareHospitals(RPCH): 
Excluded from PPSare RPCH hospitals that participate in HCFA’s e a c h  program. 

(a) 	 Paymentfor cases treated in RPCH hospitals isbasedonMedicare’sperdiempayment 
methodology. 

(b) 	 Forrate year 1996, payment levels for the RPCH hospitals are at their respective Medicare 
levels. 

(c) EACH hospitals remainwithinPPSandreceivepayment as Sole Community Hospitals. 

B. 	 CASESEXCLUDED FROM THEPROSPECTIVEPAYMENTSYSTEM: The prospective payment 
system applies to most, but not all,discharges treated in acute care hospitals in West Virginia. The qualifying 
provisions for exempt cases that are of relevance are as follows: 

1. 	 RehabilitationCases: If rehabilitationtreatment is rendered outside a PPSexcluded rehabilitation 
unit or a freestandingrehabilitation hospital, the discharge cannot be assigned to DRG462, 
Rehabilitation.Payment will be denied all cases assigned tothisDRG. 

2. 	 Transplant Cases: Dischargesassigned to the followingorgantransplant DRGs are 
excluded from PPS: 
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4 .  invalid DRQ: discharges cannot be assinged to the follwing DRGa: 

(a) 	 DRG 109,Nor valid 
DRQ 438, Nor. Valid 
DRG 469.principle Dugmutic Not Halid as discharged diagnosis
DRO 470, Ungroupable
DRG 474. not Valid 



.. I .
State West \I­

4,19 payments for Remedial Care and S e n i c e s  

ATTACHMENT 4.19-A Inpatient Hospital Services 

(a) Debttion: A case is defined M a same-day live discharge when the went is admitted to 
the hospital for 24 horn or less even if i t  involves an overnight stay 4 is discharged 
alive. 

( b >  	 Cases ampod to DRG 391,Normal Newborn, and DRG 370 through 375, the maternity
DRGme excluded hth is  p o l i c y .  

( c )  	 Case0 that meet the meday,live discharge criteria will be deniedunder PPS. these 
caseswil l  be paid M outpatients. 

C. 	 METHODS USEDM ESTABLISH DRG PAYMENT WEIGHTS: the Bureau followed hcfa 
currant methodology for maw DRG weights. As of J a n u a r y  1, 1996, medicares version I3 GROWER 
will be dto assign cases toDRG The bureau will continue to use the most current version of 
Medicare's GROWER, which is updated annually 

1. 	 Development of DRG weights The west Virginia health Cue cost Review authority 
(HCCRA)UB-82 dischago date for the t h e  public payen for the years 1992 and 1993 were used 
to derive the Bureau's DRG weights and to calculate hospital-specific dindices. Tho 
following methodology was used tocalculate the DRG weights: 
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(c) Calculation of the DRG weights proceeded M follows 
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(ii) 	 Tho recalibrated weights will be constructed following the methodology bo 

described in Section C1. 

(iii) the recalibrated weights will be effective on January 1 oftha now tam year 

(i)  direct medics1 education cos&. 
(i i)  capital related costs 
(i i i)  kidney acquisition costs and 
(iv) services provided by CRNAI. 

(9) 	 The operating cost per discharge is datamined by converting each claim's charges to 
costs. The following steps outline the process 

(i) 	 1 9 8 2  HCCRA hospital bil l ing data far Medicaid patients were used toestimate 
the base year cost per discharge 
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(n) 	 For rate year 1996. the updated I992 standardized amount for hospitals In large urban areas is 
S2.213.0U. 

(b) 	 For rate year 1936. the updated 1992 standardized amount for hospitals not in l a r g e  urban areas is 
62.095.52. 

( c )  Far rate year 1936. the updated IV2 slamvide standardized amount is f2.135. 

(d) 	 the Bureau will phase out the two separate standardized operaling amounts, moving to one statewide 
standardized amount in rate year PO,using the schedule in attachment A. 

7. 	 Payments for Sole Community Hospitals: the bureau gives special payment considention to 
small rural or "isolated" hospitals through itssole community provider program 

medicare determined Sole community hospital (SCH) will be pad on a DRG per case basis using the 
same rules as other acute care hospitals. 

SCH's own costs were standardized for case mix wage differences and indirect medical education costs. 

For rate years IY Y 6  through 1999. a SCH's standardized payment amount is badon a 50-50% blend 
of the non-large urban peer group amount and its own 1992 average allowable costs per discharge 
updated through the rate year using the DRi/McGmw Hill PPS hospital index 

For rate years beginning Z W ,  IISCH's standardized payment amount is a SO-W/' blend of the 
stamvide standardized amount 8 9  it8 own I992avenge allowable cost per discharge updated through 
the rate year using the HCFA hospital mafia basket as reportad in the federal R e p e r .  The bureau 
w i l l  offset the plymen1amount f& 2 0 0  by national productivity improvemenu percentage 36 
estimated by the medicare payment Advisory Commission. MOR specifically the 3 6% increase in the 
HCFA markt basket for the 18 monts January 1998 - June 1999, that was used for RYZOO was 
reduced by 2.025% based on MedPAC's estimate of national hospital productivity gum. 

For rate !earsbeginning 2001. the Bureau will use both national productivity improvements and west 
Virginia hospital productivity improvement and site of sawice change in determining the update The 
productivity gain estimate will be 
care, and casemix-adjusted operaPon an analysisof trends In (e) patient lengths of s t a y ,  site of 

operating costa per case (bl casemix-adjusted discharges per emplaya and 
hourly wages. and ( c) hospital operating and total margins Theperamgrowth in the DRI hospital 
index w i l l  be reduced by the estimated percent increase in overall hospital industry productivity In 
addition the Bureau w i l l  adjust I@ labor portion of tho national marker basket 10 reflect t h e  West 
Virginia labor  marker as measure# using ES 202 d a t a .  In p a  years. national tends in hospitalrelated 
wages have been used in DRI's hospital index of input mu, i.c.. b e  market basket beginning in 
2 0 0 1 ,  Wen Virginia-specific trends in ES 202 wage dam will  be subsittuted i n  constructing the DRI 
market barkel. West Virginia trends in wager have been systematically h e r  than trends nationally. 
For example, assume that wages and salaries ate 709'0 of m a r k  basket costs h i h e r  urnme that the 
forecasted wage index based on rational data was 1 0 1  (on a base of 100) while the west Virginia wage 
index was 103. Then, assuming non-salary costs rose 2% (to 102), the nationallybased market basket 
inflation factor would grow 3.4%$= .7+IO4+ .3*102) versus only 2 . 7 4  (- .I+103 + 3'102) using 
west Virginia wage trends. In calculating t h e  a l l o w e d  market basket update component, t h e  DIU labor­
nonlabor weights w i l l  be used. ' 

TN No. 99-04 
Supersedes 96-21 


